The Capitalist Crisis
gold. Bank and these other forms of credit or fiat
money are not actually weighed like bullion,, but
they are directly representative of the commodity
of gold.
Now gold, like any other commodity, varies in
price. When large amounts of it are available, it is
cheaper; when it is scarce, its price goes up. And it
follows from this that at a period when money is
rising in price a man who has saved money, and
wants to buy an investment, will wait until he can
get a bigger return. Similarly, he will hesitate to
buy, because he will delay his purchases to a moment
when he will get more goods for the money he has
set aside for spending.
If there is any confusion in our minds as to this,
it means that we have not grasped the meaning
of the term 'price of money'. We should not think
of how many goods a pound will buy, but of how
many goods will buy a pound. We shall then see
that if the price of money is high, it will take a
larger number of goods to buy a pound; and if the
price is low, fewer goods will represent the pound.
Consequently, we hurry to invest and purchase
when money is going down in price. We hoard our
savings and buy as little as possible when money is
becoming scarce and the price of it is rising.
The fact that money varies in price is disastrous
economically, for obviously, when the price of
money fluctuates violently, it will mean that money
is not fulfilling its function as a medium of exchange.
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